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Dambro & Carbone, LLP

8102 3" Avenue 450 7™ Avenue 39-21 Bell Blvd.
Brooklyn, NY 11209 New York, NY Bayside, New York
Phone 718-746-7503 Fax 718-746-7513

REPORT OF INDEPENDENT PUBLIC ACCOUNTANT
To Ashton Clayton Financial Group, LLC:

We have audited the accompanying balance sheet of Ashton Clayton Financial Group, LLC (a
Limited Liability Company) as of December 31, 2004, and the related statements of operations,
changes in Members’ equity and cash flows for the year ended December 31, 2004 that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, These financial
statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Ashton Clayton Financial Group, LLC as of December 31, 2004, and the
results of its operations and its cash flows for the year ended December 31, 2004, in conformity
with generally accepted accounting principles in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the Supplementary Information is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

atthew F. Carbone, CPA



Ashton Clayton Financial Group, LLC

Balance Sheet
December 31, 2004

Assets
Current Assets:
Cash
Clearing Deposit
Other Receivables

- Total Current Assets

Fixed Assets
Accumulated Depreciation

Net Book Value
Total Assets
Liabilities And Members’ Equity
Current Liabilities:
Accounts Payable
Commission Payable
Accrued Expenses
Total Current Liabilities
Total Liabilities
Members’ Equity:
Members Equity
Net Additions
Current Income (Loss)

Total Members’ Equity

Total Liabilities and Members’ Equity

See Accompanying Notes to Financial Statements

$ 88,006
15,010
85,489

188,507

31,176
(31,176)

0

$188,506

$ 2,023

62,917
2,476

67,417

67,417

23,173
1,489

121,090

121,090

$188,506




~ Ashton Clayton Financial Group, LLC
Statement of Operations

For the Year Ended December 31, 2004

Income:
Commission Income $ 1,256,241
Investment & Other Income 3,950
Total Income 1,260,191
Expenses:
Commissions 956,364
Clearing Costs 617
Licenses & Permits 18,632
Employee Costs 47,054
Advertising 4,931
Occupancy ' 51,775
Insurance . 16,276
Communications 12,910
Regulatory & Membership 10,730
Professional Services - _ 25,431
Depreciation 3,645
Interest - ' 81
General & Administrative 15,317
Total Expenses : 1,163,763
Net Income $ 96,428

See Accompanying Notes to Financial Statements



Ashton Clayton Financial Group, LLC
Statement of Changes in Members’ Equity

'For the Year Ended December 31, 2004

Total
Members' Equity January 1, 2004 $ 23,173
Year Current Income (Loss) | 96,428
Additions | 11,489
Withdrawals (10,000)
Members’ Equity December 31, 2004 $ 121,090

See Accompanying Notes to Financial Statements



Ashton Clayton Financial Group, LLC
Statement of Cash Flows

For the Year Ended December 31, 2004

Cash Flows From Operating Activities:
Net Income '
Depreciation Expense
Net Increase in Other Receivables
Net Decrease in Accounts Payable
Net Increase in Commission Payable
Net Increase in Accrued Expenses

Net Cash Used In Operating Activities

Cash Flows From Investing Activities:
Purchase of Fixed Assets

Net Cash Used In Investing Activities
Cash Flow From Financing Activities:

Contributions From Members

Withdrawals By Members

Net Cash Provided By Financing Activities
Net Increase in Cash

Cash, beginning of year

Cash, end of year

See Accompanying Notes to Financial Statements

$ 96,428
3,645
(71,338)
(4,064)
52,967

(523)
77,115

11,489
(10,000)

1,489
78,604 |
9,402

$ 88,006



Ashton Clayton Financial Group, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1. ORGANIZATION AND OPERATIONS

Ashton Clayton Financial Group, LLC (“the Company”) is registered as a broker-dealer
with the Securities and Exchange Commission (“SEC”) and is a member of the National
Association of Securities Dealers, Inc. (“NASD”). lIts business will focus on serving the
needs of individual investors who seek specialized advice and recommendations based
on their own individual needs and interest. Management has elected a December 31
year-end for the Company.

The Company recommends investment strategies and executes trades on behalf of
clients. Customer accounts are maintained at Fiserv Correspondent Services, Inc. The
Company has an agreement with Fiserv Correspondent Services, Inc. to execute and
clear trades on behalf of the Company, therefore, the Company is exempt from SEC
rule 15¢3-3.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash & Cash Equivalents
For the purpose of the statement of cash flows, cash equivalents include all highly liquid
investments, with a maturity of three months or less.

Utilization of Estimates

The presentation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from
those estimates.

Basis of Financial Statements

These financial statements are prepared on the accrual basis of accounting in
conformity with generally accepted accounting principles in the United States of
America.

-~ Property Plant & Equipment

Property plant & equipment are carried at cost less accumulated depreciation computed
by the straight-line and accelerated methods. The estimated useful life to the various
classes of assets on which current provisions were based is as follows: Furniture &
Fixtures, 7 years; Equipment, 5 years; and Computers, 5 Years.



Ashton Clayton Financial Group, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 3. FIXED ASSETS

A summary of fixed assets is as follows:

Furniture & Fixtures 3 17,430
Equipment 5,425
Computers 8,321
Total Fixed Assets 31,176
Accumulated Depreciation (31,176)
Net Book Value | 0
NOTE 4. RENT

The Company rented office space at 1000 South Ave Staten Island, NY into a month-to-
month lease. The monthly rent for the period from January 1, 2004 to December 31,
2004, is $3,780 plus utilities.

NOTE 5. NET CAPITAL REQUIREMENTS

As a SEC registered broker-dealer and a NASD member firm, the Company is subject
to the SEC’s Uniform Net Capital Rule (the “Rule”), which requires the maintenance of
minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1.

As of December 31, 2004, the Company had net capital of $121,090 which was
$114,348 in excess of required net capital of $5,000. The Company’s net capital ratio
was56to1. - .



Supplemental Informatibn



Ashton Clayton Financial Group, LLC

Computation of Net Capital

December 31, 2004

Net Capital:

Total Ownership Equity qualified for Net Capital
Less: Non-allowgble Assets -

Total Net Capital

Haircuts

Net Capital

Minimum Dollar Requirement

Excess Net Capital

Aqggregate Indebtedness:

Aggregate indebtedness as included in
Statement of Financial Condition

Ratio of aggregate indebtedness to
Net Capital

Reconciliation:

Net Capital as per the December 31, 2004 Unaudited
FOCUS Report, as filed

Net Adjustments

Net Capital as per the December 31, 2004 Audited
Report, as filed

$ 121,090

0

121,090

0

121,090

5,000

$ 116,090

$ 67416

56:1

$ 121,090

0

$ 121,090




Dambro & Carbone, LLP

8102 3" Avenue 450 7™ Avenue 39-21 Bell Blvd.
Brooklyn, NY 11209 New York, NY Bayside, New York
Phone 718-746-7503 Fax 718-746-7513

PRIVATE & CONFIDENTIAL

February 28, 2005

Ashton Clayton Financial Group
1000 South Ave
Staten Island, NY 10304

In planning and performing our audit of the financial statements and supplemental schedules of
Ashton-Clayton Financial Group, LLC (the “Company”), for the year ended December 31, 2004
we considered its internal controls, including control activities for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange Commission (SEC), we

have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in Rule 17a -5

“(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and net

capital under Rule 17a-3(a) (11) and for determining compliance with the exemptive provisions
of Rule 15¢3-3. Because the Company does not carry customer securities, we did not review the

practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13
3. Complying with the requirements for prompt payment for securities under Section §
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System
The management of the company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility estimates and judgments by management are required to assess the expected




-

benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC’s above-mentioned objectives. Two of the objectives of internal controls and
the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with generally accepted accounting principles. Rule 17a-15(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguardmg securities that we consider to be material
weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and our study, we believe that the
Company’s practices and procedures were adequate at December 31, 2004, to meet the SEC’s
objectives.

This report is intended solely for the information and use for the Board of Directors,
management, the SEC and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these specified parties.

Matthew F. Carbone, CPA
Partner
Dambro & Carbone, LLP



